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MINUTES

Fiscal Policy and Analysis Committee

Meeting of July 31, 2001

Committee
member spresent

Committee
member absent

PhillipJ. Forhan, ViceChair Other Commissioner spresent
WilliamD.Campbell OliviaK.Singh
Robert A. Hanff GuillermoRodriguez, J.
Kyo*Paul” Jhin HowardWeinsky

MdindaG. Wilson
Alan S. Arkatov, ex officio
Carol Chandler, exofficio

Lancelzumi, Chair

Calltoorder

Committee Vice Chair Phillip Forhan convened the Fiscal Policy and Andlysis Commit-
teeat 11: 32a.m.

Executive
compensationin
Californiapublic

Higher Education,

2000-2001

Commissioner Rodriguez referred to arequest made of staff at the June 2001 meeting
to examinetheissue of perquisites provided to as part of the compensation packagefor
inCdiforniapublic higher education executives. Thiswasto bepart of thediscusson of
the Commission’ s Executive Compensation report for 2000-2001 at the July meeting.

Commission staff member Karl Engelbach provided an update on the status of the
request and reported that staff had worked on thisissuewith the segmental representa-
tivesfrom both the University of Caiforniaand the CdiforniaState University. Eachis
to provideinformation about the value of the perquisitesthat are provided to both their
system-wide executives aswell asthe chancellorsand presidents of individual cam-
puses. Therefore, the current report has been modified dightly with only limited infor-
mation available about the val ue of such perquisitesgoing beyond saary.

Mr. Engelbach said ameeting on this subject is scheduled for August 22™ and that the
University of Cdiforniahas expressed serious concernsabout attempting to quantify the
value of the perquisitesdueto the variety of issuesthat must betaken into account.

At the Commission meeting in October, Mr. Engelbach was directed to report back to
the committee about the August 22™ meeting. A discussion followed on how to best
proceed in regard to thisissuefor the current report.

A motion was made to adopt the report as presented. It was moved, seconded and
approved without dissent to approvethereport.
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Adjournment  Hearing no public comment and having no further business, CommitteeVice Chair Forhan
adjourned themeeting at 11:41 p.m.
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MINUTES

Fiscal Policy and Analysis Committee

Meeting of October 2, 2001

Committee  WilliamD.Campbell Other Commissioner spresent
memberspresent  MeindaG.Wilson HowardWelinsky
Alan S. Arkatov, ex officio
Carol Chandler, exofficio
Committee  PhillipJ. Forhan, ViceChair
membersabsent Lancelzumi,Chair
Robert A. Hanff
Kyo*Paul” Jhin
OdessaJohnson
MdindaG.Wilson
Calltoorder  Commissioner Campbell convened the Fiscal Policy and Analysis Committee on Octo-
ber 2, 2001, at 9:26 am.
Statusreporton  Staff member Karl Engelbach advised that Commission staff had worked with repre-

effortsto collect
informationon
perquisites
providedto
university
executives

sentativesfrom both the University of Californiaand the California State University.
They had furnished information about the value of the perquisitesthat are provided to
both their system-wide executivesaswel | asthe chancellorsand presdentsof individua
campuses. Thereport had been dightly modified with only limited information about the
vaueof such perquisitesgoing beyond salary.

Mr Engelbach remarked that both segments contract with the private consulting firm,
Mercer Associates, to collect information about base salariesthat are paid to execu-
tivesat comparativeingitutions. Each segment agreed to supplement itscontract with
Mercer Associatesto include collection of aseriesof questionsregarding value of the
perquisites provided to the executives at the comparison report institutions.

Mr. Engel bach stressed that the compari son ingtitutions provided theinformation volun-
tarily, explaining that theseingtitutionswere rel uctant previoudy to provide even base-
sdary information. Nevertheless, staff plansto report information about thetotal vaue
of the perquisitesfor University and California State University executivesand their
counterpartsat the comparison ingtitutions. Mr. Engelbach reiterated that such infor-
mation would be provided to the Commission staff on avoluntary basis. Hediscussed
the State Higher Education Executive Office (SHEEO) and itsannud survey of thesda
riespaidto SHEEO-level gtaff.
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The2001-2002 Kevin Woolfork provided afinal review of the 2001-2002 State budget report and
statebudget for  presented some of the more significant programmetic devel opments and generd infor-
higher education  mation onthe State budget asfollows:

+ Thebudget dlocated morethan $103 billionin genera funds, bond fundsand selected
specia funds, whichisthelargest in history. The State genera fund spending for the
current year isactualy $1.3 billion lower that it wasinthe prior year.

+ Bothhigher education and K-12 Education farewell with the new budget, particularly
K-12 education.

+ For thecurrent fiscal year, the L egidature appropriated and the governor signed into
law Proposition 98 Funding level that isabout $4 billion higher than minimum
guaranteed funding. Thismay be problematic for the upcoming fiscal year, asthis
becomes an increased base that needsto be funded next year at alikely timewith
moremodest revenuelevels.

+ $121 billionisprovidedintax relief for the current year.

+ Other sourceissuesto be ontheballot in March include dedicating the salestax on
gasolinedtrictly to trangportation.

+ Money isto provide funding to increase reimbursement ratesfor long-term care
facilitiesand payment ratesfor hospital outpatient services. Thisresulted froma
Settlement of alawsuit.

+ Thebudget usesone-timefundsfor ongoing programmetic expenditures.
+ Thedepressed dtate of the economy isimpacting the budget and funded programs.

+ TheDepartment of Financeisrequiring all state general fund entitiesto develop
budgeting scenarios by which their budgets are reduced by three percent, by five
percent, and by ten percent in casethose levels of cuts becomes necessary inthe
upcomingfisca yesar.

Commissioner Arkatov questioned when Californiawould know how it standswith
regardstoitsnext fiscal year, and asked at what point would the Commission havean
impact on the budgeting process.

Mr. Woolfork indicated that the 2002-2003 budget wasin the process of devel opment,
and said that it was based on an estimate of avail able revenue conducted by various
organizations. He commented that last year the budget year began with a$7 billion
carry over fromthe prior year, and that thisyear began with arevenue surplusof only
$2.5billion. Hereminded thecommitteethat alarge sum of State genera fund money
wasdedicated to theenergy criss. Henoted that thesefigureswould influence selecting
programsto finance, but the Commission would hold fast to advocating for access,
accountability, and affordability with regard to any funding decisonsmadefor higher
education.
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Commissioner Arkatov explained that CPEC was subject to the 2.5 percent reduction
by the governor whereas UC, CSU, and the Community Collegeswerenot. Theim-
pact of the reduction was accomplished by reducing paymentsto statewide computing
center and reducing operating expensesfor travel and office supplies. Heinformed the
Commission that if thethree-percent, five-percent, or 10-percent cutsarein placethe
Commission might haveto reduce the CPEC staff by eliminating positions. A discus-
sion followed on the source of California srevenues and the connection to stock op-
tionsand taxes.

Mr. Woolfork addressed the Restoration Bill, SB 735, informing the committeethat if
thebill were signed, $113 million would bemade available. Thisamount represents0.2-
percent of increasein community college funding from 2000-2001 to 2001-2002 re-
sulting inraising the overall percent to a 3.4-percent increase which islower than the
4.8-percent increasefor the University of Caifornia, and the 6.4-percent for CSU.

Adjournment

Having nofurther business, the Fiscal Policy and Andysis Committeeadjourned at 9:43
am.
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